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SUBJECT: UK MILK PRICES RAISED AND 1977 POTATO 
GUARANTEE ANNOUNCED 

BEGIN SUMMARY: UK AGRICULTURE MINISTER SILKIN TOLD 
HOUSE OF COMMONS MAY 6 THAT MILK PRICES WILL RISE TWICE 
THIS YEAR AS RESULT OE EC EARM SUPPORT INCREASE AND IN 
RESPONSE TO PHASING OUT CONSUMER MILK SUBSIDY. LONG 
DELAYED ANNOUNCEMENT ON GUARANTEED PRICE POTATOES ALSO 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 LONDON 07699 101743Z 

MADE. END SUMMARY 

1 . IN HOUSE OE COMMONS, MAY 6, UK AGRICULTURE MINISTER 
SILKIN SAID EARMERS WOULD BE GUARANTEED 45 PENCE PER 
IMPERIAL GALLON FROM APRIL 1, 1977, 46 PENCE EROM MAY 16 
AND 47.75 PENCE FROM SEPTEMBER 16 TO DECEMBER 31. 

PRESENT GUARANTEE SYSTEM WILL TERMINATE FROM JANUARY 1, 
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1978 WITH THE END OE TRANSITION. THE PREVIOUS MILK 
GUARANTEE HAS BEEN 44 PENCE SINCE OCTOBER 1976 WHEN IT 
WAS RAISED EROM 43 PENCE TO OEESET INCREASED COSTS 
BECAUSE OE LAST YEAR'S DROUGHT. OVER THE NEXT NINE 
MONTHS THE MILK AWARD WILL BE WORTH AN ADDITIONAL 
60 MILLION POUNDS TO UK DAIRY EARMERS. SILKIN SAID 
DAIRY EARMERS SHOULD NOW BE ABLE TO LOOK EORWARD WITH 
REAL CONFIDENCE AND INVEST IN EXPANSION. MILK THIS 
YEAR, GIVEN NORMAL WEATHER, SHOULD BE MORE PROFITABLE 
THAN AT ANY TIME IN RECENT YEARS. 

2. PRICE OF MILK TO CONSUMERS WILL RISE BY ONE PENNY 
PER IMPERIAL PINT FROM MAY 22 TO 1 1 1/2 PENCE EOR BASIC 
PASTUERISED AND BY A EURTHER ONE PENNY AFTER THE 
SEPTEMBER 16 RISE IN FARM PRICE. OBVIOUSLY NOT ALL OE 
CONSUMER PRICE INCREASE WILL BE PASSED TO EARMERS. 

PART OF IT GOES TOWARDS COMPENSATING EOR PHASING OUT 

OP CONSUMER SUBSIDY WHICH GOVERNMENT PROMISED TO DO IN 
RETURN FOR LAST YEAR'S IMP DEAL. INCREASING 
DISTRIBUTION COSTS WILL ALSO BE RECOUPED PROM RISE IN 
RETAIL PRICE. EURTHER RETAIL PRICE INCREASE PROBABLE 
EARLY 1978. 

3. THIS YEAR'S RETAIL MILK PRICE INCREASES WILL RAISE 
POOD PRICE INDEX BY ABOUT ONE PENNY IN THE POUND. 

CHEESE PRICES WILL ALSO RISE SOON BY ABOUT 2 1/2 PENCE 
PER LB. BECAUSE OP EC MILK PRICE INCREASE AND WILL GO UP 
BY A EURTHER 3 PENCE PER LB. IN THE SUMMER WHEN 
CONSUMER CHEESE SUBSIDY IS REMOVED. 
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4. SILKIN ALSO ANNOUNCED THAT POTATO GUARANTEE PRICE 
EOR 1977 CROP WILL BE 46.50 POUNDS PER TON WHICH IS 

6.50 POUNDS ABOVE 1976 GUARANTEE. HE SAID HE THOUGHT 
THE GUARANTEE WOULD BE HIGH ENOUGH, GIVEN NORMAL 
WEATHER, TO AVOID A SHORTAGE AND THAT POTATO GROWERS 
WOULD HAVE THE SAME RETURNS IN REAL TERMS AS LAST YEAR. 

5. NATIONAL EARMERS' UNION COUNCIL VOTED UNANIMOUSLY 
TO CONDEMN NEW PARM PRICES CLAIMING THEY WERE TOTALLY 
INADEQUATE EVEN TO MAINTAIN PRESENT LEVEL OP PRODUCTION 
LET ALONE TO INCREASE IT. NPU SAID MILK PRICE COULD NOT 
POSSIBLY PROVIDE ADEQUATE RETURNS FOR PRODUCERS. THERE 

IS PARTICULAR ANGER AMONG POTATO GROWERS ABOUT SMALLNESS 
OP GUARANTEE RISE. THEY HAD BEEN CLAIMING AND 
EXPECTING AN INCREASE OF ABOUT 30 POUNDS PER TON. 

CHAIRMAN OP POTATO MARKETING BOARD SAID POTATO FARMERS 
HAVE BEEN VICTIMS OF THE GREATEST CONPIDENCE TRICK OUR 
AGRICULTURAL INDUSTRY HAS EVER SEEN. HE SAID EARMERS 
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HAD ALREADY PLANTED LARGE POTATO AREA IN CONEIDENT 
EXPECTATION OE LARGE PRICE INCREASE. 

SPIERS 
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